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INTERNET TAX FREEDOM ACT/Mandated Internet Tax Notice

SUBJECT: Internet Tax Freedom Act . . . S. 442. Gregg motion to table the Bumpers amendment No. 3742.
ACTION: MOTION TO TABLE AGREED TO, 71-27
SYNOPSIS: The Finance Committee substitute to S. 442 (both the Commerce Committee and the Finance Committee

reported versions of the bill), will ipose a 2year moratorium kgnning July 29, 1998 on certain State and local taxation of
online services and electronic commerce (the Commerce Committee substitute wamded arByear moratorium), and will
establish an advispicommission on electronic commerce to gtthee issue and make recommendations dutiat moratorium.

The Bumpers amendmentvould require ary seller of tagible personabroperty via the Internet, who sells suptoperty to
aperson in another State and who does not collect and remiplitable State and local taxes dueptominenty display the
following notice "on ever other form" available to purchaser oprospectivepurchaser: "NOTICE REGARDING TAXES: You
may be reuired by your State or locadovernment tqpay sales or use tax on ttparchase. Such taxes arepmsed in most States.
Failure topay such taxes could result in civil or crimir@nalties. For information oyour tax oblgations, contacyour State

taxation deartment." Failure to dmay the notice when griired would result in a fine of $100 for each failure.
Debate was limitedypbunanimous consent. After debate, Senatog@neoved to table the Bupers amendment. Genesall
those favorig the motion to tablepgposed the amendment; thoggposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

Thepurpose of this bill is to irpose a moratorium on new Internet taxes while a commission examiyegwehich to treat
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discriminate gainst Internet businesses; we will not. Wgeuthe rgection of this amendment.
Those opposinghe motion to table contended:

Forty-five States in America have sales or use taxeggods that are sold to their residents tigiointerstate commerce. The
Suwreme Court has ruled that theay not force the businesses that sell thgusads to collect taxes for them, but that does not mean
that their residents do not owe the mprievery year, mag peqole are vey urpleasanyy sumprised when State tax authorities show
up at their doors to collect taxes on their interspatehases. Thiproblem has log existed for mail-order catajsales, and now,
as the Internagrows, it is threatenimto become an evendger problem with Internet sales. We cangglp it in the bud simply
by requiring Internet sales to warpegple that thg may well have topay taxes on theipurchases. If we votegainst this
amendment, it will be the same agisg that we know better than the Stgtevernments thgtassed those taxes. Our cofjeas
have comlained that we did notpply this amendment to mail-order cpamies and other forms of Interstate commerce.
Unfortunatey, we could not, because that would have made the amendment out of order because it would have rpadedts sco
broad. In our pinion, thowgh, just because the rulpsevent us from addressgjithe wholeproblem is no excuse for not addregsin
apart of theproblem. We therefore ge our collegues to acqat this amendment.
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